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' INTRODUCTION" 
f 

Hew are you going to. use you* job skills aftei; you finish 
scnool? * ^ * 



Have, you .ever thought .about starting your own welding business? 

' x . ' . ' . < * 

This module describes people jwho have started and managed a 
welding business. It gives you an idea of what they do and 
some of the special skills they need. • 
* • * * 

Yeu will read about . ' 

planning a welding business * 

dfog&ging a location 

getting money to start . * 

being* in charge, 

organizing^ the Vork * " 

, setting prices / 

advertising and 'selling - * * \ 
keeping f inane iaj records . ^ 

keeping your Business successful ' 

.You will also have a chance to practice some of ,the things 
that 'welding business owners do. 

\ t : „ . 
Then you wUl have a' better idea of whejther a career as a 
welding business owner is~~for you, ' - "<1~, 



Before you read this module, you want to study Module 1, 

Getting Down to Business: tWhat's'It All About? 



When 4 you finish this module, you might want to read 

Module 31,* Getting Down to Business: Auto Repair -Shop ; 

Module A 33, Getting Down to Business: Construction Electr - 
i cian Business ; • " 31 • 

Module 34, Getting Down to. Business: . Carpentry Business * 

Thepe modules are ^related to other programs in trades and 
i-ndustry. — - 



UNIT 1 



* Planning A Weeding Business 



v 

Goal: To help you plan a welding business. ' 



r 

Object ive 1 : Describe the services , customers 
and competitig!n-of a welding business: 

Objective 2: List three personal qualities 'a 
welding business owner should have. 

' 9 

Objective 3: List two ways to help a weld^nk 
business "stand out 11 from its competition. 

Objecti,v^ 4: List two special legal 

requirements for running a- welding business 
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BEN MILLER'S WELDING BUSINES^S. 



Tw.o years ago Ben Mifler went into 1 business for him- 
f . / He is the sole owner of West 
specializes in "ornamental security, 



self. He is the sole owner of West Coast Welding, whi'qh 



K 



Ben and his two assistant welders make and install 
wrought iron fences, gates, and* window grates afound homes 
and apartments, ' Theiee materials provide protection from 

ntrudersr~~They also add to the beauty of the fiome or 
apartment building, Beix's work is well known for its 
unique designs and solid quality. * 



Builders also Subcontract ta Ben. He does special 
construction jobs that call for his combination of skill 
with metal and the ability to design a unique solution to v 
solve a problem. The sljop also- takes repair gobs when Ben 
or his assistants have- time. 

Other welders in his area compete for the repair work. 
But iti "ornamental, security , TI Ben*s main love,- he stands 
alone. No one else offers the same type- of service: <ffom 
designing a fence, to making and painting it, to selling 
and installing it, s ^ * 

Ben's work uses all his abilities, : He is a highly 
skilled welcjer. He can work with many metals and do* heavy 
jobs or ligh,t ones. He is good ap measuring and deciding , 
how much metal each 30b needs,. He draws blueprints 'that 
call on all his skill as an arrist, 

Ben also manages the business. He trained his employ- 
ees, Jamey an$l Carl,- Ben decider* what jo&s^they wild do 
^and checks their work, Like'Ben.JJamey "and Carl are certi- 
fied to work with' iron^and steef, This means they know the 
^heat and safety regu ireraentjs of welding iron an<^ steel 
equipment and building materials, 

^Ben's business is growing fast*. West Coast Welding 

handles v many kinds of jobs, large and small, in the shop 

and in the field. But common uo every job is welding iron 
or steel. c 



Planning a Welding Business 



.There are many, many small businesses ,in America. Small businesses 
can have as few as one worker (the owner) or as many as four workers. A 
>• small business owner is M selfremployeci. n Often a whole family works 
' together in ,a small business. * 4 



Products and Services of a' Small Welding Business /*- 

— i : ; ^ H i . / 

Welders heat and t flile pieces of metal or other materials' using elec- ' 

trie, gas, or corabinati^ welding machines. Welders must 'know the heat 

and penetration qualities of different metals. They, must apply heat at 

i 

the right point to make firm joints that can^stand up undpr stress. " 
Because they work with flame, jgas, andjhot metal, they must also- be 
safety consci9us. * 1 _ —* . ' * 



VThere are" many sm'alf business opportunities for people who are trained* 
▼ _ \ - 

as wel<^er^8. welders can make 4if ferment kinds of equipment or construct 

*^j>ipetine's for buildings. They can repair or replace metal parts-rfpr 
o exaJnple, broken- trailer hitches or dented* metal fences. 

■ * * * 
* Ban Miller provides both products and services., "He constructs and 
sells fencing to his customers, which'he also installs. Most of his cus- 
tomers are owners of expensive homes* or contractors who build apartments 
f or condominiai&s, . . , 



Important Personal Qualities ; ' r 

* ♦ • 

/• Ben's business demands and makes use of all his good qualities. Like 
most highly skilled welders, he has: 9 * t 



i 
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• go'od'raath and measurement skills; 

• ability to do detailed^ work relying 'Qn fin^ motfSments of his 
J hands; and ***** v 1 ' 

• ' patiei\ce and energy to bend, stoop, and ? stand still for a long 

time, often in an awkward pcfsition. 

Safety is something that Ben can talk about for haurs. H^~h*s learned 
you can't be*too ?areful when you r re welding. Ben has scars where hot 
metaL burned or pierced his skin. He says of welding:. "You must like 
it. You can 1 1 be scared ,of , getting hurt. You're going to get burned 
once in a while. 11 ^ * < 

But'Ben has become much ,more careful about safety than when he f irst^ 
began welding 25 years ago-. He has- a set of rules tacked on the shop 
bulletin board.' If anyone is caught breaking a rule, the person has to * 
buy, lunch fox everyone.. This is Ben's list. 

1. W£ar g'oggles when welding. 

2. DON'T look at the flame*: ULTRAVIOLET LIGHT v can burn your eyes. 

3. If you're too sick or too tired, DON'T WORK. Stay in^shape, and 
/ — * do the job you're supposed to do. 

4. Turn off all equipment when you!re not using it. 

5. Clean up your area at the end of EVERY day. 

6. Stay alert. Never take anything for granted. And if you ne£d 
help, ASK, \ ' 

; * \ * 1 

* . a ♦ 

> ' - . 

This list shows some important things about Ben. He thinks 'that . . 
safety^is very important . He insists that his co-workers follaw his 
rules. But Ben is fair. He fallows the rulfes, too. * And he cares about 
his employees. All these qualities help make Ben a successful welding 
business dj/ner. * / 

As for managing a business, Ben says that initiative and hard work are 
the most important^, things you ''need to succeed. "Initiative" mpans that . 
Ben does not wait to seB how many people will decide, on their own, that 
their homes^need a fence* or. a gate on die driveway. He goes out to people 
aild tells them what he can offer. • He sells .owners and builders on his 



unique seryiHe: , fencing materials that offer security but ar^ also 

„ , • *' m j * »' .* ' * - v 

a-t tract ive . . iThe business image is right there in its name: "We'st Coast 

Welder9 #> Ornamental Security. 11 



Hov to Compete 

^ West. Coast Welding shows how you can beat the competition by giving a 
unique service. In fact, Ben offers a unique set of related services. 
*He design^ the job-to 'fit' each customer's need. He ( cuts out,^welds, and 
paints the fence or other item. He also installs $Lt . * Othe^f.welders in. 
his area make or sell fencing, but they rarely do installation. 

• M . 

Ben also uses good materials. He. takes enough time to 3o the job 
well. He delivers on time. Before he starts a job, he explains to each 
cus^ri^er wh^t their, choices < are. ^* 



Legal Requirements / 

) • ■ 

In some^of the special conyffuCtion jobs Ben does, the strength of- 

^the weld Is critical. For example, he is constructing baseplates to hold 

up a watfer ride at an amusement, park. To do this type of work, he and 
• \ 

his assistants had to pass an* examination of theit welding skillsV "I'm 
■ ** • ^ - 
[certified inJ.2 metals, " Ben reported. - > * 

Ben's business is 1-icehsed* in the city where it is 1 located. He sells 
parts and knick-knacks as, part of s his ornamental security business. L He 
needs a Board of Equalization number (to allow him to'resell parts with- 
out paying a* tax,) ^nd a peddler's Kcense\ Ben's business must also be 
inspected from time to time by 'goverhmen-t fire and safety officials. 

i 1 * - 
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Summary .* - . 

\ « . 

^ The owner of a^small welding business can offer many types of ser- 
vices as we^ll as products/ Typical customers are people who need to-have 
metal equipment or machinery built or repaired. Offering a° unique ser- 
vice, like Ben's ."Installing the fencing that" he makes, helps -a welding 
b.usiness compete. Having 'skill in welding, ^eing ^safety conscious, and * 
knowing how to get gustorfiers are important perspnal qualities for a 
wfeliJing^bUsiness own^r to have. 



Learning Activities 




Ipdividiral 'Activities 
; E"^ — 



List tKree**kinds of jobs that a small welding business might ^do an& * 
three, kinds 'of customers 'it might have. "„ * • 



Do you have the personal qualities that would help you rml a weeding 
business? Check eacti statement that, fits you. 
' 4 T-Tike helping people. 

I like t6 make things. * * 
' * I don't mind a noisy, hot job. P 



j_ | I can work on\ySe^veral j^b? at ofice. 

I^can handle money well. - J* 

' 7 . $ ' 

• I am alert and careful around f^s£-moving equipment . , t „ ( 

. I c£n do a job without wasting time or materials. 

t # 

3. " Ben's welding business is based on providing ornamental security. 

List a different kind of special product or service that a welding 
business could off er % * . \ * 

4. Think of a good name f or 4 weiding business. It should be "catchy. 

»*, • « 

It should also describe,, the Special product or service you listed in 
the answer to the last ttoiest ion. ' 

\ 

5. Explain why. a welder must We certified before he or she can weld 
materials that w£ll be under\i eav y stress. 

' V • . - \ 
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Discussion -Questions * v 

1/ Why do you think Ben wanted to be in business for himself? What are 
some problems he may nave now that he didn f t have^hen he worked for 
somepne else? • *7 

• ' '' '.' «■ • • ■ • ' • ' / V 

2. Why do y'op think * ire and safety officials make regular inspections 
of- welding businesses? What kinds of things would they look 'for? 



Do you - think* Ben's idea of basing his business on ornamental security 
"is-a good one? What kintfs of customers, would this service appeal 
to? Is this market likely tp grow? Why, or why not? ^ 



Group Act ivity 



Locate a welding business near you. Invite the**owner or ipanager to 
visit your class and talk about how he or she got started. 
* * «• 

Write, ©ut a list of five to ten interview questions to ask the 
visitor. -The questions should relate to the ttrnigs- listed in the 
objectives for this unit. * 



One or two students should ask the visitor the questions. 4 'At the end 
O^fj the interview,' take other questions, from the rest' of the class if 
there is timp. • . - 



UNIT 2 



Choosing a Location* - 



Goal: To help you choose a location for a welding business, 



Objective 1: List -three^ things to think abo^t in 
deciding where to locate a welding business. 

Objective 2: Pick the best location for a welding 
business from Chree choices and' explain your 
choice. - * 



if 
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BEN'S BUSINESS LOCAT-ION' 



When, rfen decided into business for himself, he 

had ti> fi*nd jf lQcatitfn. He thought about all the things he 
, needed. "i/need a place ^here I can do the welding. -I 
need room £t>-st ere/ ray supplies. Those are the most impor-' 
tant things.."* 

< 

Benf thought sdrae more. "If possible, I'd like extra 
r.oom to store fencing- Then I could have a supply of ttjp 
bestselling. fence types. I could buy extra gates, grates, • 
ar\d locks. That way, when an order comes in, I could' fill 
it faster. I wouldn 1 1 have to wait to make the fencing to 
«order unless it was a* special type." 

f Ben also thought it woCild be nice to have a store /sec- 
tion where .he could display the types of fences^ gates, and** 
^window grates he. could make. Then customers could come to 
a clean, quiet place ta see Ben's wares and decide what ' x 
they needed. . H 

.Ben. had been checking the classified ads under' "Commer- 
cial^ Industrial For HeW every week." This week. two ads 
caught his eye*. » 



1000 SQUARE ^EET ^ * 1700 sq. ft., downtown. " 

Suitable f or/commercial % Ideal ftfr light .assembly , 

and/or industrial use. v ; , storage, auto repair, etc, 

3-phase power. $350/mo.At Small, carpeted office. 



$500/ 



mo. 



Ben went to see both business sites. Both seemed fine 
for his main need: a place to do welding. -There was goad 
electric power and enough* outlets and Lights. The bigger 
place^would give Ben more storage space. The office was 
nice ,- too* * 

"I'd better take the^cheaper place," Ben decided.' "As k 
it is,^ I set a limit of fcJOCf^ month for rent. I can raise 
that to $350 but no higher. Once business builds up, i can 
move to a place where I have more room for storage and dis- 
play. But. now I guess VA better stetfek to welding." 



15 
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ChoQsing a Location 



Did Ben's choice surprise you? Her liked the jigger business site 

better. But he chose the smaller one for two reasons. First, it had the 

most important things Ben needed. It had enough space and 'electric power 

1 s * 

for Ben and his helpers to do welding. It also was big enough to store ^ 
the materials they needed. 



Second, 'it would be ri^sky tp choose the larger place because the, rent 
was much higher. Beri was not sure'he could do enough business to pay for 
"extras 11 in his location. , So v he, decided to take the smaller place and 
then move when he c'puld afford^ to. 



. Ben was sma*t to* sort out his needs and pay more aftention to the 
important ones, *£mall business owners often have to mak£ hard decisions. 



Factors in Choosing a Location v / 

; — ~~ ^ — N % 

Though it came- down to a choice between two locations, choosing Ben's 
location was really not that simple. He / checked out ads for months J)efdre 
he found anything he wanted to see. He looked at many locations in many, 
areas of town. * ~ 

As Ben looked, he learned. He got better at guessing what a place 
would lookJike from what the ad said and what it did not say. 

Ben knows the good and b k ad> points of hia location even better since 
he's, been there almost two years. This is'how he sees it now. * 

. Goodxpoints ! It's easy to reactf'by car, It f s near other small 
; % 
industrial businesses, but nQt close to heavy competition. There's Another 
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welding business down the street. But itinvolyes heavy equipment,. 30 
*it's no problem. He has a good landlord who makes repairs quickly. He 
has »a long-term lease, so Ben won't have to move or pay more rent on 
short- notice. The rent is not too high. There is enough room for the * 
welding table, vise, welding machine, and supplies. And the electric 
power is suited to his needs. 

\ 

Bad points . It's not on a main street, so people don't just "find" 
it by chance. Thejg^is not enough room to stord or display finished 
materials. "And it's noisy."' Ben adds. 

\ 

His neighbor s , who make their own noise, *do not seen? to mind the' 
racket. But Ben had to put ,a flashing light on the phone. Otherwise, 
no one c^ould hear it if it rang when someone was welding. / 



Checking a Location 

There are^many ways tQ find out about possible location^ for a welding 
business. Besides using the newspaper ads you can: 

• look for*lease or rent signs in neighborhoods that have small 
industrial, and trade businesses; ^ 7 



talk to a realtor who handles 'Commenrial and industrial property; 
anti ■ - 

talkyto customers, suppliers, and other small business owners. 



al^to 



Once you find ^ location, you must v check whether it is right for your 
-type of business. There are several things you can cio. 

You can walk or drive through the neighborhoo d. See what kinds of 

9 . / 

•businesses are nearby. Are any competing welding businesses close by? 

Wil^the types of customers you want be' in t;h£ area? Is it x becaus£ they 

live there or shop 'there? \ 

7 

You might talk to former tenants, neighbors, amjthe landlord, _^Piod 



out how good business has been in the past. 'See wtvat i>thers bhink of the N 
landlord. Compare their reactions to your own feelings." 4 

. • * 
17- 



You inspect the site and make fqllowup visits . Don't be shy about 
^ looking around.' Remember, you are going to spend most of your time there 
if you decide to lease (or rent., or buy) this location. Check to see if 
the site an4;building are in good condition. How are the li^ht, heat, 
and water?' Is. there enough work space and storage space? If repairs are 
needed, it is a good ide-a to find out\efore you put your money down. 



"Summarv 



Your business location will be one of your main expenses. In return, 
;it should be a comfortable place for working and dealing with your'cus- 
tom&rs. It should have the spa^e and utilities you need, too. The 
neighborhood is also important. There are many ways to find out about 
available locations. Once you finduone that seeps good., you should check 
the site and the neighborhood before you decide, ^er^nal inspection, a' 
•walking or driving tour, and talking to people are good ways, to check on 



busing 



ess location. 
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Learning Activities 




Individual Activities 



Ben's wefding shop is a few doors away from a welding shop -that spe- 
cializes in cbnstruction and repair of heavy equipment'. List- two 
advantages and two, disadvantages of'Ben's being close to this other 
shop, , ' * ' o 



/ 



2. 



For each type of information needed to choose a location, decide 
whether it is best to get that information (a) by personal inspection 
of the site or (b) by. talking to former, tenants, "neighbors* or the 
landlord. Put ^he letter a or b in the space before each type, of 
information, * v • 



How .strict the landlord is about getting J:he rent paid on time 

I Whether the electricity is v in good condition 

Whether there is enough rooiu f or supplies and" for customers to 

park '\ ^ ± 

How good business is in the area / ' , 

You are comparing three business, sites fro locate ^our welding busi- 
ness. Rate each site* good (3^ , so-so (2), or ppaxlCi) on eath feature 
on the next page, Then thoose the best site- .overal 1. 



7.i. 



A * B r < • C 

-Three other welding No other welding One other welding 

businesses in area businesses in area^ business in area 

Room for 1 eight * Room for* orie Room" for two 

parking spaces ^ 'parking apace J < parking spaces 

. • t . ' • • j ' 

Electric -wiring and % Needs electricr . ^ Electric wiring 

power good » retiring. m 'and power border- 

• • ' ' , . •< 

1 Huge storage space Not much storage Good storage . 

space, v ^ * 1 , space - ^ 

4. You are thinking'about .locating your gelding shop next to a gas sta- 
tion. The station, is on a verynbusy intersection. List one possible 

* * t 

advantage and^-one disadvantage of this locatipri. s 



Discuss ion^Que st ions ' 



l 



L * . - ^ 

1.. You and youi; two partners own a welding 'business*. It specialises in 

. making r metal storage units for home workshops Your new businessW 

location has a small carpeted office next to the shop area. Discuss v 

• ways you will use this area. Try to reacty an^agr e of Qc nt* on the best 

use £pr this, area, ' - ' * , . 1 * , ( 

[ • ' . * « 

2< Discuss whether Ben made the right*choice in ^choosing the smaller 

location for his business. In what ways would thevtarger location 



have been a be.tfer or worse choice? ^ 



j 
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I 

3, Based on what yo.u- have learned about Ben's business, do jou think 
there is a need for a welding business specializing in ornamental 
security in yout area? Why, or why not? ' 

Group Activity „ 

Two or more students should visit a nearby welding business and make 
a class report on- the strong apd weak points, of the 1 business location.. 



20 . 



Selept a nearby welding business. Call^ths manager. Ask whethe 
one or more of the students in your class can visit the business 
One or more students 'will make a personal inspection of the. site 
and report to the £lass on;^ (a) size and layout of the shop; 
(b) storage s^ace; (c) 'electrical ]X>wer and location gj outlets; 
and (4) amount of parking space.*, # ' * 

One ormore other students will explore the neighborhood . If ^ 
possible, they will talk with neighboring business owners or dus 
Vomers. Th^n they will report to the class on: (a) types of 
businesses* in the area; (b) number of customers doing business 
in the area; (c) number of people driving^or walking by.; and 
(d) whether thfere is competition nearby. - 
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UNIT 3 



'Getting Money td Start 



Goal: , To help you plan hoyt to borrow money to start a 
weldirig busimess. 



♦Objective 1: Write a business description for a 
welding business. «\ < 

Objective 2: Fill out a* form shoving how much- money 
you need to/borrow to start a welding business . 



A 
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BEN APPLIES FOR A L 




While he was still working in Mr. Fowler 1 s welding • 
shpp, .Ben' began to plan his own busine^T. Mr. Fowler said 
he would help Ben go through the_ necessary steps. 

He urged Ben to write a business description. ,It helped 
ben spelLout what he "could of fer, that was^dif ferent from 
'his competition. And if would" he lp Jiim get a k)&n from the" 
bank. * 

. ■ • s ■ • /. ■ 

•Ben described the location hfeTiad picked out. He listed 
its gbod 'points. M even put in a chart. It showed that 
when his net profit reached a certain level, he would move 
td a bigger* shop and buiTd a store/display area. 

Ben wrote a good section about "ornamental security, " 
He stressed 'why the need f&T decorative fences, gates, and*' 
window- graTes was going to grow. He put in some ^blueprints' 
of joUs. he was proud of, Ben said he hoped to do about* . 
$30,000 worth of business his first year, 

The.n Beji wrote -his. statement financial need. It 
showed how much money he had to- invest. It showed how much 
Ben thought he would have to pay in expenses for the Jfirst ' 
six months. He showed the difference between the total 
expenses and the total money on hand. Tfiat was how mucH' 
Ben had to borrow to start his business,* , * 

•Ben took the business description and statement of 
financial need to his bank. He had no trouble getting a 
$2,000 business loan from'the bank. The loan officer said 
she liked Ben'.s business >idea k In fact, she said she- 
thought she could use one of Ben's fences around her- own 
home , 

■■ z : — - — asp* — : \ 
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Getting Money to, Start 



Business Description 



Writing a business description takes time. But it is good to" have 
because it forces you to be clear about what your business will be like. 
It makes you think through some hard questions before you start, ft Wkat 
i^^^^ompetition? How much money can I expect v to s make?" It also helps 
otherls decide whether to put* thefir own money oh the line. The bank loan 
officer fait fine about lending Ben fc2,000 when she saw Ben's plan in 
writing, ' ? » 



Your business description should include: ^ ! 
the type of your business and its name; 
the products or serviced you will provide; 
the business- location and why you chase it; 
who your customers will be and how many you might serve; 
who your competition will be; * 

your plan for competing: unique services, your businesf imag'e, 
etc , \ arid* 

your plan for running the business. 



Statement of Financial Need 

You will then attach your statement of financial need,- It shows the 
lender how much you, want to borrow. And it also shows whether you are a 
good judge of costs and earnings for a new business. 



Ben's statement of financial need is shown on' the next page. 



> 
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STATEMENT OF FINANCIAL- NEED 

» 




Expenses 1 




Money on Hand 




(for first six mpnth 

« * 


s) 




*> 


Salaries 


i "o 


Owner's Cash on Hand 


$7,000 


Building &' Property 




TOTAL MONEY ON HAND 


$ ' 


(*350/mo) 


2100 


v — 




Repairs & Remodeling 


400 


TOTAL EXPENSES 




Equipment & Furniture 


1 1C\C\ 

J. / U U 


Tl/IAL MUNbl UN HAND 


■ 


Materials 

♦4* 




TOTAL BUSINESS LOAtt^ 




($3(D0/mo) 


1800 


NEEDED 1 




Advertising 








(fcOO/mo) 


3000 










"J 




/ 








TOTAL EXPENSES 








(for first six months) 









Ben decided it would take at least six months to get well kfiown enough* 
to get his b.tyginess going. He counted on satisfied customers, plus a Tot 
of advertising, to spread the word. 

The location Ben wanted was in good shape. So he didn't put Sn much 
f money' for repairs.* His rent, supplies, and advertising would be his big- 
gest regular expenses. * i 

The cost of the equipment and furniture he needed to get started'was 
high. This was a one-time cost however. 

^ & » 

«h?** Like other people who start their own businesses, Ben learned- a lot 

about financings business by first working for someone else . 
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Summary 

Before you- start a business you must have a ,plan,£or what you will 
ofJEer and how you will compete, ^'business description puts your plan in 
writing and'helps you get money to start. You also neeA a statement of 
financial need. It shows your total expenses of getting started, your 
total, money on hand? and the total business loan needed. 
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A* ^ 

Learning Activities 1 ^ 

% 

* 

^Individual Activities 

' ■ ^ 1 V 

1, List the -advantages and disadvantages of borrowing money from friends 
to start a welding business, * 

* r 

2, List three things th^t a business description for a welding "business 
should include, 

3, Look at Ben's statement of financial need. Fill in the Total 
Expenses, Total Money on Ij^nd, and Total Business Loan Needed. 

•V 

4, What are the four main areas. in which Ben will have to spend money to 
start his business? In wh.ich areas will his costs go down after he 
gets-. his business going? Why? -> ^ 



Di^ussion Questions 

"V 

1. Why is it important to write a business description and a statement 
of financial need for a new business even if you.dp not plan to ask 
for a loan? . £ 

•J 

2, Which part of your business description wouW "probably $j£\the longest 
for a new weldinfe business? Would it be the proif&c-fc-s- or services you 
will provide^, the business location, or your competition? Explaih 
your answer, I ■ 



3, Discuss different ways to^get a business loan for a welding business 
and the advantages and disadvantages of each. 



< 
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Group Activity 



In groups of three to five students, write* a business description for 
a- new welding business. Assume there is an owner who will hire two other 
welders. In your 'description include: " * " 

products and services- to be offered; 

•planned business location,' ^ 
existing competition and expected shajre of^he market; 
plans for competing successfully; and 
types of custcpraers you hope to attract. 



r 
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UNIT 4 



> 



Being in Charge 



To help'you learn about managing work and people 
in a welding business. 

1 

Ob jective, T. : Decide how to divide the work of 
^a welding business among several people. 

Objective 2: Pick the' best person for a specific 
job in your welding'business. 

Objective 3: Describe A one kind of training you 
might give your employees. 
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BEN HIRES. EMPLOYEES 

When Ben opened his welding shop, he was working alone. 
But 'it' was hard'to get everything done. He needed help so 
he could do the kinds of jobs he liked best, "An# I want a 
prd to handle the 'books , tf,< Ben said, "My math is good when 
it comes to welding, *I4;1 get someone else to count my 
money," 4 

Ben hired 'a bookkeeper soon after he started, Miguel 
Diego took over his bookkeeping,' Ben calls him "Mikfe." 
Mike worked in a bank for five years. Then he went into' 
business for himself. He doe^ the books fqr a number of 
small businesses like Ben's. *~ 

Ben hired Carl after* six months of business. He and 
Carl had worked together before* In Year 2, Ben decided he 
could hire still ancfther welder besides Carl, He knew 
three or four other good people who needed a job. How 
should he decide? * • 

m 

Abouti that time,. Jamey Barnes showed up, Jamey was 
taking a vocational education course in high school." He 
loved the weeding part. But. he did not: get much time to 
weld in' class.- ' 



t 



asked Ben if he could get some on-the-job training 
in Ben's shop, "You bet. 1 " Ben tol^ him, Be«n enjoyed 
training Jamey, He wqj^d work through a whole job and have 
' Jawey^ watch, 

Ben'explain^d each /tep, Jamey asked questions. Then 
Janjgj/tried it, and Ben watched, Jamey wotked hard and 
learned fast, When he. got out of schc\ol, Ben hired him to' 
, work full-time, . / 

* ' 

Now Carl and Jamey So all the welding. They make the 
fencing and gat.e materials, Ihey do ( the welding for ..special 
building jobs. They also do repair work, Bpn supervises 
their, work, 

Ben sees himself as the owner-foreman for 'the business. 
He takes phone calls' and makes appointments. He pays the 
bills. He talks to customers wlio come an. He makes esti- 
mates of how "quch a job will cost. 
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Being in Charged * 



Dividing the Work 

. C 

Many different kinds of work need to get done in a welding* business. 
If thre own^r of the welding business works alone, he or she must do all 
^these tasks. If the owner hires people to work for him or her,* the.y can 
help in>J:hese tasks* But it. is still the owner's job to decide who does 
what. ▼ 



Most owners of welding businesses do gelding themselves. But trfey 
also have" to run the business. Ihey^iSig^cJeal with customers and sup- 
pliers. They^ must train and supervise employee^*. 

One of the most important" parts of the owner's job is ,£o take in 
money for work done fcnd to pay the bills.* Ben £eltl this part, of the job 
was -too important "to handle. 6y himself. Yet he' did not need a full-time 
bookkeeper. * 

Paying for Servic es * 
, \ 

4 Like many small business owners^Ben contracted out his bookkeeping 
to an independent 'agent. Miguel Diego wo rks^feru3en and other clients. 
He sells a service that they need: bookkeeping and finalTHai^advising . 
Ben pays to have soraerone^help him With his books. 

Ben alsoT^ays a lot of attention to the money coming in and going out 
himself. He trusts Mike and knows Mike will d| a good job for hfim. But 
Ben knows that it is his own responsibility' to keep his business from j 
going into. debt. " ' 
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/ t 

A small business owner may pay'for many services. —Some services, 
like bookkeeping, help the owne^nandle money and make decisions about 



money. The owner may decide 
service or a phx>ne-answeripg 



to-day work of the busin^is/dane 



Hiring Employees 




t-p pay for^other services , -like custodial 
service. These services help get the,, day- 



The time of most welding business owners is split! between selling ser-° 
vices and managing the business. Workers are usually hired to do welding. 



At the end of six months,- Bep had enough business th^t he needed an 

* ■ *■ 

employee. He decided to hire someone to do welding .full-time. Thfn he 

could divide his time equally between custom weirding and managing the. 

business. 



Supervising and Training Employees 



Now Ben s job is more complex. He is a boss. He must pversee the 
wdrk of two' employees. Ben's idea of supervising is to be there when his 
employees^nee<} him. He. does not watch every step, 'but^ he does check the* 
finished product to see if it is sound/ , 1 , 



Ben.uses the same approach for checking an employee's hours. There 
is neither a clock to punch nor* time sheets. Beji trusts his employees to 
put in a full week of work every week. Since they are out ip the field 
on some jobs, he does not keep close tabs on them. He treats them the ^ 
way he likes to be treated. That is, he gives them a lot to do and he 
expects ^them to do it well* ^ f * 



Carl came to, Ben as a fully skilled welder. So training was not a 
big concern. All Ben had to do was show Carl where he kept things. They 
worked out a 3few rules'so they .would not get in each other's way. 0 , 

J 
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-Jamey was not highly skilled. So^en spent too re* tlirae training hinK 
Welding depends^on knowing about metals and how they combine. It also 
takes a* great deal of practice to build upskill in n&king, sound joints. 

Ben trained Jaraey well. He went back and forth between explaining* 
htow to weld and giving Jaraey practice; When Jaraey showed h£ ^understood 
and could do the job, Ben gave him bigger jobs,. * . * • 

What* to Look for in Hiring * * - ■' « - 

•■ *• > 

* * ■ e 

3en liked Jamey. But that was not a good enough reason to hire him. 
Ben knew what he was looking for in an employee. He already had Car.1. 
So h # e did no^- have to hire somedne who' was fully skilled. Bu,t he did 
want someone who would learn* fast and* well. • 

fc / * 

For ^iis second assistant welder, Ben wanted someone wh<j/*iad: 

• some experience in welding from a high/school vocational educa- 

tion program or fronr on-the*-job training; 

■ "** ** « ■ 

• • good skills in math; - * ^ ' 

• a good grasp of welding — that is, kifowing abqut Heat andMnetals 
and how they combine; , . 
willingness to learn on' the and 

• the qualities of being honest*, hardworking) and easy to get/ 
along with. . # " 



0 



Summa ry > 

Welding business owners need tb define all the important, jobs that 
must get done in their business. They must decide which jobs to do them-" 
selves, ^which onefr>to contract out, and which^ones to hire employees to 
do. Before hiring ah employee, you should decide^wtfiat personal qualities 
and skills the perso^ needs to do^the job/ As a boss, you must al'so^pro- 
vide. training to rielp each employee do th.e best possible job. 



Ifcarning^ Activities 



Individual Activities " * . 

* % 

« y 

1, You want to contract for the services of a bookkeeper for your welding' 
business. Another business owner recommends Lee Woods, who: 

: . . •- v • ■ « < . 

1 is good looking; 




_yls neat and orderly; 
/plays great tennis; 

throws wonderful parties; 
is good at arithmetic; 1 
is polite and pleasant;, 
is thorough and careful; *and 
has a wild sense of humor. 



You decide to hire Lee Woods to do your bookkeeping. Check the four 
^ qualities above -you should base your decision on, and explain-why, 

2, List two possible 'benefits Ben got from hiring Carl to assist him / 
-with welding, and two possible problems, 

P; ' 

3, Jose Ortega finds that small repair jobs are taking up too muctr of 
his time. He cannot do much construction welding, which pays morjfs. 

.List two ways he could solve this problem; 

4, Jose's brother Manuel would like to do repair jobs. But he has only 
taket> one weld.ing course so f^r, ,List two ways Manuel could get * 
training and take -over this work for Jose, 



Belinda Gray is a skilled welder who has gotten hard' of hearing in 
the past few years. Which of the following jobs should BenTiave her 

do if he hires her? • y ' } 

* ■« 
-a. Take customers 1 orders • 

* \ * 
b. Draw blueprints f „ \ 

^.c. Repair equipment " k 



d. Answer phones 



e. Construct fencing 



Discussion Questions 4 

1. Ben hired Jamfcy without doing ^ search for ari^\other ,peo|le who \ight 

have wanted the^job. Discuss the advantages and disadvantages of 

i 

this approach." * ^ 

2« , You and your partners run a welding business and have three employees 

(all male). You want to. hire a person to draw blueprints and run a 

welding machine th^t takes a* patient, steady, but light touch. Sandra 

^ Williams and John Olson are the top choices. Both are highly skilled, 

^good people, ,though John has a bit more experience. m One of your ' 

welders ips heard saying a welding shop is no place for a woman. 

v 

a. <Drtcuss the advantages and disadvantages of hiring each person. 

b. Discuss how you might handle problems witt) other* employees if you 

J decide to hire Sandra. 

. / 

*. 

3. Mr. Jones owns Baylor Welding and retired la#t year. He asked his 

k 

top welder, Jim Jones, to take over as foreman. But neither Jim nor 
the other men^seem happy, and business has gone down. Come up with a 
list of two ideas of what the problem might be, and two things t * 
Mr. Jones could do to help* * * 

*> V 
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Group Activity 



Ben has decided to„hire another welder, for these reasons.. 

a. Neither Carl* nor Jamey likes dealing with customers, and some- 
times there is more direct custome^ontact than Ben can handle. 

b. Carl, who does every type o,f welding work, wants to cut his time 
to four days a week. % » 

c. Jamey is sometimes Late to appointments in the field, so instal- 
ling work has suffered. ' 

Working in groups, write a job description for the welder Ben needs. 
List the-work this person will do. Also list the skills, education, or 
experience needed to do the work. 



r 
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UNIT 5 v 



v Organizing the V(ork 



To .help you learn how to keep track of the work of 
welding business. 



Objective 1 :* On a work order form, list what 
needs to be 'done for one of your customers. 

Objective 2: Plan work schedule for yourself or 
* an employee.' " #^ 




BEN GETS ORGANIZED 



A Ben has just agreed to do a job. He will make and 

, install a fence around Mr. and Mrs. Krakow's pool in Crest ■ 
Heights. 

Before this, Ben had dotie some planning. First he 
talked to the Krakows about what^ they needed. He asked 
about the size of the pool. 

i 

% 

Ben went to the house to take measurements. He also 
wanted to see what style the "building was / ^He formed a 
- pipture in Jais mind of a good fence design. 

' - % ■ 1 * 

9 Ben wrote out an estimate of the job for e the Krakows to 
Sep. It stated that for about ,$950, West Coast Welding 
^woufld make aiad install fencing around the pool. 

" The Krakows accepted Ben's estimate. Then* he filled 
. out ,a work order. It spelled out what the job was arid who 
was |to be billed* Ben checked with" his welders, Carl was 
busy buildiftg.a 14-foot gate. So Ben gave Jamey the job. of 
making the .fence. * I » 

^Jamey^ filled in his name* and the date on the work order. 

When Janiey finished making the 1 fence, he wrot6 the number 

of hours he* spent on trip job. "When do they want it 

installed / Ben? 11 Jamey asked. 

«' * 

Ben called the Krakows. He said he arfd Jamey could 
complete the job in one day. "Monday's the earliest I can 
do it," Ben said, * • ' t 

They agreed, Ben taclced the. work order back on the 
shop bulletin" board. "Jamey, w^'ll spend Monday on the . 
Krakow job," he said. "Try and get your other jobs dorie by 
then. Don't- take- on any more work Until Tuesday. rf Ben 
made a note in his appointment book that Monday he' would be 
^.out ajl day on the ^KrakgfW job, *He was glad' Carl would be 
welding that 'day**and could get the phone. "I 'don't want to 
/lose any. business.'" 
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Organizing the Work 



Planning a Job 



When a job like the Krakows 1 * cam^ in, Ben* spent quite a "bit of time 
planning. Before going" to the job site^ he would help the customers 
think through what they wanted. He would explain costs and try to mal^e a 
rough estimate based on what size job they had, 

» 

Ben l?ad learned not to waste time estimating a jdb if the buyers had 
'not thought about it enough. He knew the co^t would scare off some 
people, • 

» • 

Ben made an k -estimate tfor the customer's sake &nd for his sake too. 
He found that most people did not know how much work it toolc to make and 
install top-grade fencing. When they saw it spelled out in black and 
white, they had more respect for the job, 

• ■ * 

, There was offeen some room to baxgairf, like using a lighter grade pf^ 

steel. If the customer accepted Ben's estimate within 20 days; he agreed 
Co do the job at that price, , 



Ben knew that 



Why 20 days? Ben knew that the cost of materials could go up sharply 
at any time. So he reserved the right to ra(se his price if people took 
longer than, that to m-ake dp their minds, 

Ben also asked customers to sign the* estimate, Tttis showed that they 
agreed to pay half the teotal amount down (that is, before Ben started the . 
job) and the other half on completion of the work, 1 ' , 



at* : 



Tfie Work Order 



Here is the work ordet" for the Ktakows 1 job. 





WORK 


ORDER 




y 






FROM: West Coast Welding > 


DATE: 




April 7 




1318 DeSoto 


WORK ORDER NUMBER: 00073 




Rocky Heights, 


ORDER 


TAKEN BY: 


Ben , 




JOB FOR: * 


Einil Krakow 
















157Qp Acorn Dr. 


START 


WORK ON: 


Apri,l 9 




\ 


Crest Height^ 


TERMS 


OF PAYMENT: down > 50^» on 














completion 




Person 
Doing Wo^k 


Description of Work 


Materials 


Labor ■ 


Total CoSt ' 


Jamey 


Make and install 16Q feet- 
of custom fence (10 hours i 
labot for construction; 
10-ho,urs labor for 
installation) 


333 |00 


500} 00 


j 

833 ! 
i 
i 

l 

i 
i 

— \ 


oo 

« 


WOftK STARTED: April V, 9:30 






TOTAL MATERIALS 


333 } 


00 


WORK FINISHED: April 14, 5:00 






TOTAL LABOR'* 


500 ! 


00 










■ TAX (5%)- " 


i 

_ ^ 


65 


* 








TOTAL COST? - 


$849 j 
! 


65 








h 



























1$ shows the total amount of Jamey's labor, both to make and help install 

4 

-the fence. It shows the total cost of the materials used in making the 



fence. The actual cqst was* less than the estimate because Ben got a dis- 
count on some materials. 

Ben tr^ed to keep his price estimates reasonable. He didn f t want to 
"scare away 11 customers. However, Ben always addetf' a- little extra to his 
estimate to allow for unexpected expenses, dis customers agreed to pay a 
certain price for a job. If his actual expenses were more than his esti- 
mate, he was in trouble. Either he 1 d lost money^^r he'd have to try to 
get ttye customer to pay^the price—- which wasn't always possible, 



Scheduling Work > 

If you have many employee* and they , work together on s^oihe jobs, 
scheduling is very important. £ven in £ small business like Ben's, he 
must keep track of many jobs going on at once/ 

* i 

r » 

The work ortier is Ben's main way of scheduling his^employees 1 work. 
All the work orders for work ip progress are on the shop bulletin board. 
If an employee is handling a job himself, Ben expects him to work out his 
own schedule. t ' ^ 

Ben ask$ darl and Jamey to, let him know when they will be but of the 
shop. He keeps their day-to-day schedules in his memory. * - 

Ben found that he needed an appointment ' book for himseff when he 
started West Coast Welding. He utfes th£ bulletin board, his" appointment 
book, and his knowledge of where Jamey and Carl -are to keep the w orj^ 
organized. 

* 

Monday was an easy day for Ben to schedule. Tuesday was something 
else again. Here is'h<$w Be. n' s" appointment book' looked for Tuesday. 



Tuesday, April 8 
8:00 



9:'00 
10:00 

11:00 
. 12:00 



Cffestview CondominiunH- 
roake estimate 

See Bayview Steel Supply 
about overcharge 

Install slicing gate for. 
driveway at 1137 Newport, 
T.A. Hills 



1:00 

2:00 

3:00 
4:00 

"5:00 



Check job for Carters 
Trucking — steel support 
frame 

Mr* Brown hfere — - 
possible window grates 

Mike Diego here — books 

Work with Jamey on 
Kennedy driveway gate 



of schedule is common for a welding' business owner. It 
many kinds of people he or she may see in a day: suppliers; 
employees; and past, present, and future customers. It shows the dif- 
ferent kinds of jobs the owner must do: making estimates; paying for 
materials; installing and checking work; discpssing work; keeping the 
books; and even — once in a while — some welding. 



Summary 



To deliver good products and services at a fair price, a welding busi- 
ness owner must plan work well. A work order spells* out the total labor 
and materials needed to do each job. When there are several employees, 
the work orders can also be ijsed to assign work. A written schedule helps 
you keep^ track of your own time. If you work with others, ^you may also 
need to share information about each person's daily schedule. 
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♦Learning Activities 



Individual Activities , 

1. List two reasons, for making written estimates of welding jobs. 

* 

2, List three kinds of information contained on the work order, 

3. List^two reasons why Ben may want,. customers to pay half of th§ total 
payment ftfr a job in advance,, 

r 1 

4, Mr, Tom Carson accepted Ben's estimate for making and installing a 
two-paneL, 8 ! 7 ,f standard height gate across his driveway. Each panel 
will take $100 worth of materials and five hours of Jamey Barnes 1 
time (at $25 /hour) to make, Jaraey*will spend another fiye hours-* 1 *"' 
installing both panels. Complete the work order on the next page by 
writing in the cost of labor aqd material, 5% tax, and the total cost 
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FROM: 



JOB FOR: 



Person 
Doing york 



WORK ORDER 
DATE: 



WORK ORDER NUMBER: 
ORDER TAKEN BY: 



START WORK ON: 



TERMS OF PAYMENT: 



Description of Work 



WORK STARTED: 
WORK -FINISHED: 



-Materials 



Labor 



T 



TOTAL MATERIALS 
YoXAt LABOR 
TAX 

TOTAL COST <* 



Total Cost 



i J 



Discussion Questions . 



1. Discuss the strong dhd weak points of Ben's way of scheduling work 
for himself and his employees, . _j 

2. Ben enjoys welding; But*since he .opened his own welding business, he' 
spends less time welding than he' used to. Does this mean something's 
wrong with tfie business? Why or why not? 



3. Discuss which parts of Ben ! s job you think yot* would enjoy and which 
you would not. How coul&you divide the work or organize your time 
in a different way to av&iA ta$ks you do not like? 



\ 
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Group Activity 



In small groups of two oVthree students -e^ch, make a daily schedule 
for Ben Miller to cover the-f^ve tasks listed below, % (Time estimates for 
each task are shown. Note: Ben does not charge for his driving time.) 
Fit them all in between 9:00 - 12:00 and 1:00 - 5:00 today. Put the most 
important tasks first. Save the less important tasks until last. That 
way, Ben can change them if he has to. 



Tasks" 

1. * Make estimate for 10 1 

driveway gate 

2. Make estimate for 900 1 
fence around condominium 

3. Pick up fence posts for 
installation job tomorrow 

4. Repair trailer door * 

5. Finish' welding and painting 
fence for installation job 
tomorrow 



Time 

Drivipg time 1 hour 

Time to estimate 30 min. 

Driving time 15 min. 

Time to estimate 45 'min. 



30 min. 
2 hours 

2 hours 
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UNIT 6 ' 
Setting Prices 



To help you decide how to set prices for a welding 
business. ' ( 



Objective 1: Pick the best price for one of the- 
services ^or products of a welding business. 



* 
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BfcN'S ,PKfCES GO UP. 



One morning Ben saw in the paper that the steel strike 
had ended, ^fhe steel workersTwere tp get a pay increase. 
"That means higher prices »f or *my materials," he thought. 
Ben made a note to raise the pujxe of -his fencing. Ben 
considered raising the price of His labor, too. 

Ben's operating expenses were going up. Jaraey Barnes 
had worked there one year. So Ben gave* him a raise to 
$9.50 an hour. His shop rent -was going up from $350 to' 
$3 75 a month. And the utility aomg anv was planning to 
raise electricity'rates by 3%. ^ * 



Raiding his prices wjas one way that B£n could deal 
wi^th rising costs. He was always looking for ways £o'cut 
expenses, too. * Last month he replaced the lights in his 
office with er|prgy-saving fluorescents. Each month this 
would save him»a little on his electric "bill. 

When' Be^ got to the shop that morning, he found a raes- 
» sage from fcljfe^ contractor Qf the new Crestview .Condominium, 
complex. 'ftie^nQte^aid B^ri should go ahead with the pl'an -0 
/ * ta pii£ fri v fe c nces and -gatel around the complex. 

The^onldo. fob called fc^the basic, type fence; which 
> . had ^>een priced at $16V0Q a foot. Ben 4ecided to raise it 
to $16.50' a fodt;.^ HeVa&led the contractor on the phone. 
"Sorry, I-made your e^tijBat^ay^r ^^onth ago. The pri^e* 
will be at leas£~ 3% Jaigft^r nowF 1 fXhey 'talked some morg;* 
At lasjt the contra<^pr' garve 5?tf. ^t'll -cdme down and si-gn 
the new estimate tomorrdew," helsaicr. > 
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Setting Prices 



Setting prices was an important part of Ben's job as a welding busi- 
ness owner . If his prices were too high, he would lose customers* If 
fiis prices were too low, he'd have trouble making -a profit . s 



Ben charged two kinds of prices — materials and labor prices and flat 
rates. On special welding jobs, Ben charged for materials and "labor. 
"Materials" covered the metal, paint, and other 'supplies he needed for a 
job. B#n charged his customers the same'pr.iq,e for materials that his 
suppliers chained him. ."Labor" covered wages, other operating expenses ^ 
of the business, and profit. Ben had to raise the hourly cost for labor 
periodically to cover increases in his operating expenses. A^present, 
his raj^^s $25/hour. 

^ On standard fencing jobs, Ben charged customers a flat rate for each 
foot of fence he ra^de. In the rest of this unit, we will be discussing 
thisjcind of pricing. 



Costs, Expenses, 'and Profits 

The new selling price for*TBen ! s basic type fencing is $16.50 per 
foot. This is 50 cents, or about 3%, higher than before. How did. Ben 
decide on this price? ^ 

^ ^The price of BenVs^f encing is b.ased^on three factors: the cost of 
goods sold, Ben's operating expenses, and his expected profit. 

The cost of goods sold refers to the cost of materials that Ben needs 
in order to make a fence, such as metal and paint; For one foot' of basic 
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.type fence, the supplies now cost about $6.40, or 40% of the selling 

price. If steel prices rise, fcfcQ*must pay jpnore for his supplies. 

i * 

Bfen's operating expenses are all £he costs, of running the business. 
Operating expenses include salaries, rent, utilities^, advertising, trans- 
portation costs, repair and depreciation of equipment, and interest on 
lis Uoan. Depreciation is the amount that his equipment reduces in value 
each yVar due to wear and teaf. Wages for labor are Ben's highest oper- 
. afc/fngraxpense. That's because it tr'alces time to do welding jobs, espe- 
cisCU^r to make hew products, as^iten did. Operating .expenses make up 

about 40% of the selling -price of one foot of Ben f s basic fence. 

( 

\ 

The reS£ of th^ selling price i*s called profit . JFor all the products 
and services Ben sells, ^figured together, he expects about 20% of his 
revenues to go for profit. If expenses increase more than revenues, the 
amount of profit may be. less. Does Ben's profit percentage seem high? 
Not if you think about all the things Ben must pay for with his prpfit. 

Some of it is tp pay his salary and income taxes. And the rest he uses 

... i * 

to improve his business. ^ » N 

.Ben's profit varies a bit from job to job, * On large jobs, he gets a 
bigger percentage, as profit. % Why? Because, for example, he can often 
buy materials more cheaply if he orders*>a large supply at one tim^, * The 
time spent to plan and estimate a job is also a smaller percentage o£ the 
total cost for'a big joVth^iv*it .is" for several small jobs. 



n 



Other Factors Ihat Affect Prices 



Ben charged a high price for making and installing his fences. But 
he felt it was * fair price. First of all,^ he knew he had Lfttle compe- 
tition. "No one else in this area makes k fence this solid'and then weld 
and cements it into place," he thought. 



Second, there 'was a ^growing demand for his products and services. In 
his specialty area he served mostly well-to-do customers. They were 

, 55 * . „ . 



willing to pay a good deal for botb the safety and thQ beauty that Ben ! s 
producjts added to their property. * * 



Demand might go down for 'some reason. . Or a competing welding busi- 
ness might open nearby. Then Ben would have to take these things into 
account in pricing his products and services. 



Summary u ^ 

* * 
The selling price of a product or service offered by a welding busi- 
ness is made up of three parts: the cost of materials, operating 
expenses, and profit. Demand and competition also affect how much you 
can charge. 




( 



53 



56 



* ( 



Learning Activities 



/ Individual Activities 

~T ■ * ^ ' *\ ' 

1-. List threie factors Ben Killer must take into account in pricing his 
welding jobs. . * 

2. The price of paint and' iron and steel has gone up by 10? since last 

year. John Washington decides he must either raise his* prices or cut 4 
his own salary and his assistant's hours to avoid going into debt. 
List one problem that will result from doing each of these things. 



3. You can buy a standard metal shop cabinet and have it installed for' 
$55 .OP if you go to Scrubb Welding, John Washington charges $49,50 
for the same job, Lj.*t three factors that might explain the differ- 



ence in price, 

/ 



If Ben f s hourly labor charge is $25/hour and about 20% of this -goes 
to profit, how rauqh profit does he make per employee per: hour? 



Discussion Questions 

1« A- welding business with employees has to take into account some fac- 
tors in setting prices that a welding business ovmer working alone 
does not. Discuss such factors. 



r*$ T" 1 ^ 6 months have passed since Ben f s shop made and installed a fence 
for Mr* and Mrs, Jordan for $3,000, Now Mr, Kowalski wants the same 

4 ■ ' 57 . ..." 
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job for his home. Of the three choices below, wWt is the best price ,' 

' for Ben to charge, and vhy? • """ r _ t \ \ 

(a) Jb.,000' . ^ \ ~* . / * 

(b) $3,090 < , ' > v - . 
" '(c) $3,150 . • 3 ^ " 

3, Ben would save money by not caaking an estimate for each job, because 
he would not have to spend time traveling to the site and making the 
* estimate." Discuss what is^wrong with this statement. 



Group' Activity , 

John Washington runs a welding equipment supply shpp in a large city 
located n^ar Ben Miller's area. He sells veldtng equipment and raw 
materials to welding businesses throughout the area. He 'is_ thinking 
about- selling^ ready-to-ins tail ornamental iron fencing, Washington 
Welding 1 Supply has ^a high volume of business; It bujrs its materials and 
equipment in quantity. * , * 

■ r * 
As a group, discuss the following* 
^ 1. How would fencing, prices from Washington be likely to compare to 
^tfen Miller's prices? V ' * " 

2. Discuss how Washington Welding would^differ from Ben Miller's 
welding buspiess in each of the factors that affect the price of 
fencing materials. 

3. • If Washington Welding sells regular grade fence'at $20 .per foot, 

how much should Ben Miller t charge to compete: $15,, $20,- or $25? 



UNIT 7 



Advertising and Selling. 



To help "you learn ways to advertise and sell the 
•services or products of a welding business. 



Objective 1: Pick one way to advertise a welding 
busines s, > 

Objective 2: Design a printed ad ifor a welding 
busines s, . 

Objective 3: Describe one way'-to sell the 
products of .a Welding business. 
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HOW BEN MILLER ADVERTISES 



Yestptday Ben finished installing Uhe last section of 
fence f6t the Crestview j.ob. Then he had Iqnch wi^ttf his 
old friend Will. Will had watched Ben''s business start and 
|row. Will thought Ben. could make a fortune if more, people 
knew what he had to offer. . ' , * 

"YoVye got a great thing going here, Ben. . But. you need 
to advertise more, " Will argued. When B£n .came back to the 
shop., he was stilly thinking about what Wiljl had s^id. "I 
think word of mouth and good service are the best ways to 
advert i'se," he thought. "And my hew Yellow Pages ad wilk - 



be out soon. 1 



Ben also had a card that *he'.could hand out. ie showed 
the name, ad'dress, and phone number* of his business. The 
'border wag a sample design for one 'of his'fenc'es. ,Ben t * 
decided he should advertise more. He called Will.' "Could* 
you help me design an ad for the newspaper?" Will said he'd 
be glad to help. * . 

• « 

Ju8t t . h ® n . a marv a 9 d ^f 010311 came into the shop, "tfello, 
we're Mr. arid .Mrs. .Serbin," the man'saidt He said some 
friepds h^d told them about West Coa§t Welding . "We just 

^moved here," Mrs. Serbin explained T "Our home is full of 
antiques, they are insured, but we don't want to take 4 a ' 

* chance , " > 



* • Ben sat down and talked with the couple about the lay- 
. out ; of their new home. He said that a fence and locked 
. gates would keep out most burglars. "But I'll be honest. 
They're not foolproof," he added. "How about window 
grates?", g<yv suggested. "Lean build and install those for 
^you,. too." v Ben also suggested a burglar alarm system. "I 
don't handle alarms,, but I can give you the name of someone ■ 
good who does,"* ' .* 

Then. they talked about prices. Ben explained the cost 
of each product the Serbins would need; He. told them abotft , 
each step in snaking and' installing the fences, gates, and 
window grates., Mr. ,and Mrs, Serbin said they. would think 
it oy^and call Ben, A few* hours later, Mrs. Serbin was 
on the phone,- "We want'you to-do the job, Mr.^Miller," she 
sai&C "Wheit pan you cojne and give us an estimate?" 
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Advertising and Selling 



Advertising Methods 



Even if a small welding business does not have much competition, it 
pays to advertise. "Otherwise, many people will not know what' services* 
and products you offer* 

* » 

There are many good ways to advertise a welding business* Th^se are 
the ways that Ben Miller uses. 

Wo.rd of mouth . People who have used Ben's services can tell other 
people about Ben's business,. If they are happy with Ben and like the 
work he did, they will tell others. This is how the Serbips found out 
about »Ben's business. 

A business card . Your business card' is a good way to tell people 
about your business. You can,have a large number of cards printed at a 
fairly low price. Then you £an hand-*a**card to each customer^ supplier, 
and other people whom^ou^meet^ 

i ■* . 

Ben's card tells just the most important facts about hj,s business. 
The border is important too. It is a picture that reminds people what 



kinds of products Ben sells. 

The Yellow Pages . People who are looking for welding services may 
turn to the Yellow Pages'in the phone book. You should have a one-line 
listing of your business name and phone number under Jt Welding." \ 

A boxed ad in 'the -Yellow Pages is more expensive. But it helps 
readers see what is special about your welding 'business. Ben Miller 
always puts^an ad in the Yellow Pages for his business. 

r ' -J - ' \ ■ • • 
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Newspaper ads , Ads^in the local paper reach large numbers of people 
at a fairly low cost. Newspaper' ads are a good way to build up new 'busi- 
ness or to advertise 'sales. They are also useful'to introduce an unusual 
product 'or service, like.Ben 1 s "ornamentals security 11 fences. 

You. 'could advertise a welding business in still other ways. For 
example, ypu could use direct mail, ^radio and TV, or outdoor advertising. 
The advertising medium you use depends on\the kinds of customers you want 
to attract and hbw much you want to spend,. 



What Makes a Good Ad ' • 

A good ad needs to be simple, so that people wty) hear it or see it 
will, understand it, , It should catch their eyes or ears, s-o they will 
remember it\ It should be easy to recognize, so it makes them ttffnk of 
your business. It should give people important information about your 
business. It mus^jn^ke them want to buy your products and services, 

^Here is the printed ad that Ben's friend Will helped him design for 
the local newspaper. Ben hopes it will attract new customers who Will 
buy his "ornamental iron security materials and have Ben install them. 



SAFEGUARD YOUR HOME 
.PROTECT YOUR FAMILY 

West Coast Welding will fabricate, weld, paint, and 

• * * 

install ornamental iron fencing, window gr&tes", and t 

• * i* 

gates Aroufid your home or place of business. 

These materials are sound and will 4pter intruders , 
Choose from standard patterns or select a special design, 

t 

West Coast Welding 
^ 654-3 21 G 

1318 DeSoto - Rocky* Heights 
Ben Miller., Owner-Foreman 
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Selling Your Products and Services ^ * 

Selling the. products and Services of a welding business is important. 
Ben's plan for selling is made up* of two things. Firdtj he offers prod- 
ucts and welding services of high quality. Second, he treats people with 
care and respect. , ' 

" \ ' " ' . 

The way Ben treated Mr. and Mrs. Serbin^shows how tie sells- his prod-' 
ucts and services. First, he paid attention to the need they had. This 
need is to* protect their homeland its furnishings. 

Ben.Miller uses a very firm .approach* to customers ^bout his products " 

.* 

and services. He believes that his materials will meet the needs of 
businesses and homeowners for security better than other available 
materials. He makes this cl^ar when he talks to people about a job. 

ft 

Ben does not push too hard, though. Once customers understand what 
Ben has to offer, tjiey decide for themselves if that is what tney want, 

Ben helps customers ur\flers tand . As a welding business owner, he 
. follows these steps of good selling. , * 

r 

• .He takes' time to greet customers and talk to them about what they 

need. , • & 

• » 

»• He explains the produQts and services he offers. 

\ • He answers questions and explains why a job costs what, it does 

) ■ . ' . * * ' 

/ * and takes the time it takes. 

v • He gets an agreement in writing as' to the terms of the sale and 
when the job will be paid for. 



/'Selling" YpurseTf * < „ 

Ben is "b.usinesslike" in dealing with customers. He also tries to be 
cheerful and polite at all times, "even with people who don 1 1 . act that way 
themselves. Beji 'feels that he must sell his products and services in' 0 



such a way that people will keep coming to him. That means he .must also 
"sell" himself ? . - % 

Another 'way tlvat Ben "sells 11 his business is 'to have a good relation- 
ship with other businesses in his community. Ben refers dustomers to 
other welders or to other types of businesses when he cannot meet their 
needs. When he has time, 'he also helps with worthy projects . Last year, 
for example^ he installed a gate at a school for retarded children for s 
just^he cost of supplies. * 



Summary 

Advertising lets people know what products and services your welding 

business offers. You can use printed ads afld cards, ask people to tell 

* . %/t ** 

other people about your business, and advertise with other mpre costly 

methods,. To sell your products and services, you must meet people's needs 

an<^deal with them in a helpful way. "Selling yourself" by being a. good 

neighbor and community member can §lso help your business*. 
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Learning Activities 



Individual Activities 



1/ List three ways to sell welding services when you deal with customers. 

/ 

2. List three things tnaf a good ad, ioj your business should be or do. 

* V 

3., Match the advertising medium on the* left with the statement that 
fits it best . ' ~ s 

Word of mouth a. Does not cost anything 

Newspaper afl t b., * Easy to keep handy 



f * 

" * Yellow Pages ad c. Reaches people who already want to buy 
^ " Business card > d. Good for advertising a sale . s 

4. ^ People buy welding services arid products for many reasons? Check 
which cus£o,mer tieeds you think Ben Miller" 1 s "ornamental security" 

f* 1 ' i/>inf> i.iiffTnp^^ gpp^^i^ t0# List oife-way it appeals to each need 

you checked. * - * 89 

* Comfort a 

Convenience - / . . * • 

Pride or status * 

e . r * 

Saving money 



Security ' ' ' 

5. Write down one, way you would regularly want to advertise yoi^r welding 
business and your reasons for using it. 
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Dispussion Questions- 

Discuss the strong and weak points of, the newspaper ad that Ben and 
Will designed in terms of its: t S 

a. headline; ' / 

b. copy; 

>; c. identification information; and * * 

d. layout. 

2. Team up with another s tudent . Role play the first contact between 

Ben Miller and Kelly N^kai, a possible customer. Kelly wants a fence 

put around her pool. Kelly is not sure whether she should put in a 

f 

chaxnlink fence or have Ben design and install an iron ferice. . 

f ■ * 

3. v Can an ad be liked by some customers *and\not lik&d by others? If you 

owned a welding business, what could yoij^ao abo^t'that? 



Group Activity 



In a small groups of three or four students, 'design a printed Yellow 
Pafges ad for the fpllowing business. Call the phone company po fin'd out „ 
how much an ad of the size and number of words you-want would cost to run. 



Manuel Cortes, welder, self-employed. Specializes in 
cabinet construction and light machine repair. - Business 
name: Cortes Welding. Location: . 1711 frtfrjt-age JLoad , 
Yorktown. Makes supply cabinets for small retail busi- 
nesses ^nd industrial shops. Just opened and wants to 
build up new business. 
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UNIT 8 



Keeping Financial Records' 



To help you learn to keep financial records for a 
welding business. 



Obj,ec£iye 1: Fill^ut^a customer billing form 
f^r- welding services or products. 

Objective 2: Fill out a daily cajsh shfeet for 
money you receive and pay out in one day, ^ 



/ 

- 2 



4' 
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BEN KEEPS TRACK OF FINANCES 

had just finished installing the fence around 
Mr. Kowalski's home a.nd pool. The job came to^$3,150. 
Mr. Kowalski had paid half, or. $1,575, before the work began. 
NowJ^p rest/, another, $1,575, was due. Mr. Kowalski could 
not p^y Ben' that day. He asked Ben to bill him for the rest. 
He promised to send a check by next week. * 

When Ben went' back to the sfcop, he filled out* a statement 
to use in billing Mr". Kowalski. He wrote in the customer's • 
name and address. He added that day's date. He wrote down 
the total cost'of the job, the payment received, and the 
amount due. Ben put his copy of the statement in his file of 
due account's. He mailed the other copy to Mr. -Kowalski's 
home. 

At the end of the -day, Ben had to fill out the daily cash 
sheet. First he collected all the checks that customers had 
given him or Carl that day. These were the "cash' sales" for 
today. They were all the payments made to -West Coast Welding' 
as soon as they were due. Some cash sales were down payments, 
that Ben received today for work to be done. The rest were 
payments for work completed that day, which the customers 
paid for right away. 

^ All of today's payments were made by check. Ben added 
the amounts for these checks. He put the tot^l in the "cash 
sales' 1 line on his daily cash sheet. Then Ben put a check 
that came in today's mail on the pile of ofcher checks. That 
check was from a 1 credit custom^. It was to pay the balance 
of "fier account for 'a job that Ben finished a week ago. Ben 
put the amount of fcfrat check in the ''credit sales' r line on 
the daily cash sheet. 

Ben added together the amounts for cash sale^wid credit 
sales. He put this sum in the line marked "total revenues" 
on the daily cash sheet. Then Ben got out his checkbook to ' 
help him J^ll.out the "expenses" side of today 's^-cash sheet. 
Today he paid Carl and Jamey their weekly salaries.' He . 

had also PHJd $200 for a new piece of welding equipment. In 
the "other" column, ha marked down the last check he filled 
out that day. It was to pay* the monthly bill from his book- 
keeper, Mike. Ben added the total for. all four checks he had 
made out today in the line marked "total expenses" on the 
daily cash'slfeet. 



/ 
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s , Keeping Financial Records 



.When Ben hired a bookkeeper, he thought he would nojt have to spei\d as 
much time keeping financial records. Instead, he found that* he had to 
keep a daily record of\money coming in and going out. 

Mike, Ben f s bookkeeper, explained Chat he would need Ben's daily cash 
sheets to fill out the monthly cash flow statement for, Ben's business. 
If there were rto daily cash sheets, it would be hard to correct an error. 
Or Ben might lose a check 1 or a bill. Then he would jiot be able to keep 
track of money he took in or paid out. 



A daily record of revenues and expenses made Ben more careful abbut 
keeping track of money. It also gave Mike a .way. to check his own figures 
eadh month. 



- Ben's financial records were important for keeping* track of revenues 
and expenses. They were useful when he had to write financial reports 
for government agencies. The records helped B^n'see how his business was 
doing. They also helped him make important decisions about the business. 



- Planning, Your Recordkeeping , * 

. * 

To prevent recordkeeping from becoming & burden,* yon* must decidfe who 
will dt> it and how to do it. Many small busines's % ownere, like Ben, hire ' 
someone to help them. But the owner must* work with the bookkeeper. 

* * V • ~ ' 

Hie owner must explain the way payments are ^ade, the amount of money 

comihg in, and whether credit is .given. *The type of financial records 

you keep depends on these kinds t>f things. Hie records must also 'give 

you the information* you^peed to make decisions about the busiiiess. 



Handling Credit 



Most businesses that sell costly products or services, like Ben's, 
, accept credit. This means' that they will let customers owe S^em, at 
least for a\short time. , 



You must have a crlSar policy about credit. Your customers -need, to 

•> ** * i 

knbw whether you will accept national" credit cards. Some businesses give 

« •- ~* * " * 

'a discount if customers pay qurckly or charge jextra for late payment's. 

Credit sales and payments dua-must also be recorded carefully. When 
you provide goods and s^rvice^ to a credit customer,, it means that f you 
tfave spent money but have agreed 'to wait for payment. So you need a com- 
plete record for your own information and to remind customers that they 
must pay you. 

Some businesses use a separate customer account form to* keep a record 
of hpw much a credit customer owes. They also keep a billing form to v 
request payment. In Ben Miller's business, he uses a two-copy statement 
rfor both tfrese purposes. He k^eps on% copy and" sends the other copy to 
the customer to request payment. , * 

'Tiere is a copy of the statement that Ben sent to Mr. Kowalski: 





Customer: 


CUSTOMER BILLING. FORM 
Kowalski,' 18Q0 Abbottsford Rd., Rockdale, 




(■ 














f } 

Date # 


— ' : r ^ * 1 

Description of Sale 


Amount 
Charged 


Payment 
Received 


Balance 
Due 


\ 


April J 7 


Install* fetice - 


$3150.00 


$1575.00 


/ i$1575.00 






* m. 












f 






W ' 




a 


•* 


t 








9 


* * * 






e 
















> 


4 

•A 




> 
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. Filling Out a Daily Cash Sheet 



To fill out a daily cash sh§'et,- you must first fl^-u'p all the cash 
sales you made that day. Then you must add up all the cash received that, 
d^y from prior sales-. These are your* credit sales for the day^ 



♦Adding- cash aales and credit sales tells you your total revenues for* 

» * * * 

the d.ay. * 

'* ' t * m 9 ' 

t 

Then you must .list all the money your business paid out for the day. 
These are the total expenses. They may include salaries, building 
expenses, and money spent for equipment and furniture, and materials as 
well a*s other expenses. ; « 



The daily cash sheet that Ben Miller filled out, is shown below. 



•VV 



DAILY CASH SHEET April 17 



.^Revenues 



Cash Sales 
Credit S^les 



9 



Total Revenues 



$ 1,000 
2,000 - 



$ 3,000 



Expenses 



Salaries . $ 900 

Building Expenses 

Equipment S Furniture 200 ' 

Materials- - 

Advertising ' 

Other (bookkeeping) ^ * ffio 

Total Expenses *. ,$L200 4 



On April 17, the total revenues for Ben Miller's welding bjlsine^ss . 
were $3,000. The total expenses were $1,200. The figures^xrh day might 
be very different, however. Some days revenues are low and expenses are 
hxgh. ^Some^days you take in much more than you pay out. ^0 



Having daily records helps you or the bookkeeper prepare monthly ' » 
records (an'd weekly record's if they are needed). Then, ove*r tiip7 you 
#are able to see how well your business is doing. Two of these forms are ^ 
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the profit/losa statement and the balance sheet. You will learn about 
profit/loss statements in the next unit. If you do go into business' for 
yourself, get the advice of an accountant about how to complete a balance 
Sheet. t 



Summary 

All small business owners keep financial' records to keep track of* 
money coming in and going out* to write financial reports, and to make 
decisions about their business. If you accept credit, you need customer 
accpunt forms and billing forms to record payments made and amounts due. 
Daily cash sheets record the. total revenues. and expenses for your busi- 
ness e # ach day. 
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Learning Activities 



Individual Activities 

1. List two reasons for keeping complete financial records in a welding 
business, 

2. % List one purpose of the customer account form and customer billing 

form, , • 

3. Complete the following statement fox Miss Carter's account with West 
Coast^ Welding, On Nov^emker 5 she paid 50% down for a $2,000 job to 
have a^ driveway gate built' and 'installed. The work was completed 
November 23 while' Miss Carter was out of town. 



CUSTOMER BILLING' FORM 


Customer: 










Hate 


Description of Sale 


% Amount 
Charged 


Payment 
Received 


Balance 
Due 




i 






z * 


















I 














» 





















•A 

4. Fill in a daily cash sheet for Wes't Coast Welding for January 30- 
Oq that day Ben got $1,000 oh account from Pacific Construction 
Company. He aUo 'go't $1,500^ on account from Tim Coward. Cash sales 
s * totaled $3',000. * ' ' 

76 m, . " 1 
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Ben^paid Jaraey and Carl that day. Jaraey got $380, and Carl got $520 
for a week's pafy. Ben also made a $50»payment f f or insurance and a' 
$900 payment for supplies. (Note: insurance §oes under "Other* 11 ) 



Cash Receipts 



DAILY CASH SHEET 



Cash Payments 



Cash Sales 
Credit Accounts 



TOTAL CASH RECEIPTS 



Salaries 

luilding Expenses • 
Equipment and Furniture 
Materials 
/ Advertising 
Other ' 

total Cash payments 




Discussion Questions 

1: Sometimes the total expenses for a welding business* for one' day are 
* more than the total revenues. Does this mean the business is in 
trouble? * \ 

2. What can a welding business do -about customers who pay slowly or not 
at all? 

3. Why shpOld financial records "be completed every day? What might 
happen if they are not? 

Group Activity 

In teams of two, role pTay the first business meeting between^ Ben 
Miller and his new bookkeeper, Miguel ("Mike")* Diego. , 
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Ben should (1) explain the procedures he uses to charge 
customers and to pay bills, and (2) describe the kinds of 
information he needs to make business decisions and to make 
financial reports. ' 1 

Mike should (1) re'comjuend .ways for Ben to keep daily 
records that will'help keep .track of revenues and expenses, 
and (2) describe how he will keep Ben'.s monthly books in 
order to give Ben Che information he needs. 
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UNIT 9 



Keeping Your Business Successful 



:* To help you learn how to keep a welding business 
successful. 



'Objective 1: Determine the net profit, profit 
ratio, and expense ratio fqr a welding* busines 

s * 

Objective 2: State one way this business could 
increase its profits. , 

Objective 3: State one way thisiltasiness could 
change its services to increase sales. 
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HOW BEN MILLER KEPT HIS BUSINESS HEALTHY ■ 



i 

After Mike kept Ben^s books for one year, he made up a 
profit/loss statement for West Coast Welding. During his . 
first year in business, Ben's revenues (total sales) totaled 
$65,000. His expenses totaled $26,-000. His net profit was 
$13,000. u Now you need to look at your profit ratio, 11 Mike 
said. Mikfe showed Ben how to calculate the profit ratio by 
dividing his net profit by total revenues/ This showed Ben 
the percent of his revenues that were profit. The profit 
ratio wa£ .20, or 20%. 

So Ben finished the year with more re\*nues than 
expenses. But he had two problems. First, there had been 
days when hg did not have enough money on haiM* to pay his 
bills and buy supplies. That was because some customers 
did not pay fcjuickly enough for jobs. 'Second, tiis profit 
wa£ too low for him to expand his business ancJjFtill have a 
decent income. To improve his cash flow, Ben decided to 
ask -customers to pay half down on jobs that involved mating 
and installing fences. Then he would have , more money to 
buy supplies and cover operating. expenses. He' would also 4 
, give customers a 2% discount if .they paid the balance < 
within 10 days of completion -of the work. 

Next, Ben asked himself how he could increase revenues 
and net profit. He did not want to raise prices. That 
could drive customers away. Ben decided he could reduce 
his operating expenses and increase his sales at the same 
time. First, he would no longer go out^to estimate a job 
r?ght away. The customer had to come to the shcPp first and 
talked over prices with him. In this way, Ben hoped to cut 
* down the amount of time he lost making-job estimates that 
.the customer did not accept. 

•Second, he would accept only eight hours o^ repair work 
each week. If someone brought more repair work to him, he 
would refer the person to another -.welding shop. Doing less 
repair work would leave more time for the better-paying 
work of making and installing security fences, gates, and 
grates. *It also meant that Ben would have to ^work harder 
to .build tip that business. He would not have much repair 
« work to fall back on. 



81 



74 



ERIC 



* Keeping Your Business Successful 

The Importance of Cash Flow 

Many small businesses get into trouble because their cash flow is too", 
slow. Even though the books show a profit, they don't have much cash on 
hand at any one time. This is because credit' customers hav^eceived 
goods and services before paying for them. Even though the business has 
earned enough, it "may not have enough-cash available to pay its own bills. 

To solve this problem,- you must first keep track of cash flow. You 
can figure out cash on hand*for the present month. Better yet, you. can 
"project," or guess, your cash flow for the coming months. If you know 
" ah^ad of time that you are going to get behind, -you can do something 
about it* 

To solve the cash flow' problem, small business owners sometimes borrow 
money, buy on credit, or take less cash out of the^busigess for their own 
♦living. Better still, they get people to pay their bills promptly, as 
Ben Miller did. 

. To get people^to pay faster, you should have a' strict credit policy. - 
That way people khow you expect prompt payment. You can back this up, as 
Ben did, by regarding people for prdmp't payment in the form of a*discount. 

( X 

Profit/Loss Statement * 

The first-year profit/loss .statement for" Ben Miller 1 8. welding busi- 
ness is shown on the neict page. 
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West 


Coast Welding 


t 


PROFIJ/LOSS STATEMENT: YEAR 


1 


Revenues 


$65,000 


100% 


1 

Cost of-Goods Sold 


■ 26,000 


40% 


Gross Profit 


— $39,000 < 




Expenses 


• 




Salaries 


$ 9,700 




Rent 


4,200 




Utilities 


2,500 




Advertising 


4,500 




2 

Transportation „ 


1,800 




3 

Other 


3,300 






& 6', 000 


40% 


Net ^ofit „ 


$13,000 


20% 



. * CQst of nfeta ls, p^int , Mothe r 
welding supplies 

2 

Incltfdes car repairs and gasoline 

Includes insurance, depi^eiation 
on equipment, interest onfilqan, 



bookkeeper 



< 



Certain figures in this statement .can be used to give Ben some very 
important information about his business. These are net profit, profit 
ratio, an# expense ratio, > » 



Ben's net profit was found by subtracting total expenses from gross 
profit (£39,000 minus £26,000 = $13,000), „ This was a low profit, but it 
wasnH bad for Ben's first year of business, 

B6n's profit ratio is *the percentage of revenues he kept as profit. 
It is found by dividing his net profit by total revenues (£13,000 divided^ 



by $65,000 = .20, or 20%). The expense ratio is the percent of revenues 
tJb-at-Ben used to pay expenses. You find this by dividing expenses by 
total revenues ( $26, 000 'divided by $65,000 = \40, or 40%). . 



Next year Ben will again have his bookkeeper develop a profit/loss 
statement. He will compare his profits, profit ratios, and expense 
ratios in the two years. Then he can see whether the steps he took to 
improve his business have been successful. 



Ideally, Ben's revenues will go up next year. His net profit will 
rise about as fast as his revenues.. His- expense v ratio and profit ratio 
will stay about the same. 

How to Kee*p Yojur Business Successful 



In order t^incr^ase profits, you can: 
• * increase sales; * 



• raxsk prices; or 

• reduce expenses. 



Increasing sales me*ans expanding your business by offering more goods 
and services to riore customers. - In Ben's case, it meant hiring employees. 
That j^ay the business could do more repair welding and more work in orna- 
mental security. » 



Raising 



Jing prices is^A way of peeping more of yorfr revenues as profit. 
You can raise prices if all the prices, around you are rising. You cap 
also raise prices if there is high demand for your goods and services and 
not much competition. 



( 



First Ben built up his ornamental security business. Then he was 
able to raise his prices. But he did not want to raise prices t;oo much 
at first. He did no^want to drive customers away. S 
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At this point in his business, Ben decided first to reduce hrs 
expenses. There are many ways to cut costs in a business. EacE may save 
you only a little.. But together these small ways can make a 'real dif- 
ference. • ; 

By cutting down on wasted estimates, Ben was able to make a real 
saving in his own time. Ben had to sp^nd more time talking to new cus- 
tomers. But he saved time by making estimates only for customers who 
wexre serious about having a job done. * 



By taking Ibss repair work, Ben also improved his revenues in relation 



to expenses. He was able to spend less time doing repair work, for which 
he charged a lower price. He was then able to spend more time selling 
his more costly goods and services in ornamental security. 



To increase sales, a' small business can improve its products or ser- 
vices. Or it can change the products and services it offers. When Ben 
reduced his repair work business and increased his ornamental security 
business, he was changing his products and services. 

Getting Information to Change Your Business 



Small business owners *must stay informed to keep their business suc J 
cessful. Besides payirffg^at tent ion to their^own profits, they must be 
aware of the market. \ 

/ 

Ben Miller knew that ornamental security was an expanding market. He 
read the p^ers. He talked to people about changes in housing patterns* 
He' knew that the crime rate was rising and that people were concerned 
about preventing theft. Like other small businesses that succeed, he was- 
kle to change his business as the world around him' charigelfT* 
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Summary >> 

To keep your business successful, you must keep track of cash flow. 
You must make sure that your customers pay promptly. To increase profits 
you can raise prices, reduce expenses, or inctease sales. You sometimes . 
need to imprpve or change the products or services you offer in order to 
increase sales. 
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Learning, Act ivities 



Individual Activities 

1. The profit ratio is the percentage of total revenues that you kept as 
profit. The expense ratio is the percentage of total revenues that 
you paid fors business expanses. The cost of goods sold ratio is the 

• percentage of total revenues you spent on welding materials. How ar^ 
these ratios related to each other? t 

2. As a small business owner, what^could you do* to improve the cash flow 
in yoiir business? 

.3. Complete the two-year profit/loss' statement for Scrubb Welding Com- 
pany below. 



* 

Scrubl? Welding Company 






"TWO YEAR PROFIT/ LOSS STATEMENT 






Year 1 


Year 2 , 




• i 


. % 




• %' 


.* Revenues 


$50,000 , 


100% / 


$80,\)00 


100% 


Cost* Qf Goods Sold 


20,000 


40% •/' 


32,000 


40% 


Grass Profit 


£30,000 


/ 


$48,000' 




Ex pense's 


20,000 




30,400 


% 


Net Profit 


* 


% 


$ 


% 


•Si. . 








( 



In which year was Scrubb Welding mora si/ceessful? Explairt 
answered as you did*. 



why you 
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Discussion Questions 



1. Sometimes raising prices can increase the profits of a welding busi- 
ness and sometimes it can lower profits. Discuss how each of these 
things could happen. 

2, Why do you need to look at net profit and the profit ratio to tell 
how successful your business i§? 



3. Many weldixig businesses do not want to increase their sale's beyond a / 
certain point., Can you give some reasons for this? 



Group Activity 

Ben* Miller is ready to move to a new location with increased space 
for storage and for a 6tore and display area few: his fencing supplies. 

The class should divide into three groups. Each group should develop 
a plan for how Ben can increase his profits in the* new location. One 
group will focus on ways to increase sales* The second group will focus 
on how to raise prices. The third gro\ip will focus ofK^ys to reduce 
expenses. Each group should discuss its plan with the entire class. 
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SUMMARY 




- 'This module has been about owning a* small welding busi- « 
ness. People with training in welding and manageYiai*skills 
can offer a variety of goods and services to the public/ ^ v , 
Some examples are machine construction and repair, construct-. 
, ing metal cabinets or building equipment, and .providing^ orna- 
mental security for 'people's homes and businesses. 

* ■ *, 

Starting a welding business takes careful planning and 

enough money to pay your expenses. You must be well organ- 
ic* 

lzed to handle the many tasks of your business and to deal 

y * * 

with empl oyees, 

x p ••• .. 

- Good 'motfey management is" also a must. You* need to keep 
good records and use the information in them to improve your 
business. . . • * 

. In order. to own and operate a successful welding busi- 
ness, you need* tr&ining as a welder, work* experience , aqd the 
^^p^tial business management skills we have covered in this 
module. If you have not had a* course in welding K you should ' 
. trake one before deciding to* own. a welding business. You can 
learn business management skills through business classes, 
experience, or by using the advice and example <rf an expert 

p ^^You may not make a lot of money by owning, a wej.din# 
. business. However, you would haye the personal satisfaction . 
of being responsible for your £us\ries$\and making your own 
decisions. Thirtfc about how important these things are t-o you 
in considering whethe^ you should staVt ytour own welding 
business, % 
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QUIZ 



Give two reasons why there is more competition^ for light' v 
repair work ip a welding business than for building orna- 
mental iron ga^tes, 
a. 



V 



Which person would be better at running a welding business? 

^ -a. Carl, who likes to work with figures 

b, John, wh|£ is « good writer 



In order.,to compete when yoij own* a welding business, you 
should:"- , y 

a. tfnly do ^repair work. 



* sb. only do construction, * , s , 

^ c, offer related services and products, 

' d, offer only lQW^-cost products", m ♦ 

•* • * * 
Which is a comirfon legal requirement for weeding business 

owners doing bridge construction?- 

*_ a: Graduate from high school 

b. Contplete fouf years of math in high school 

c. Pass an exam of their welding skills ^ 

d. Complete, a vocational education jftrograra 

What is the best" way to find out whether'a possible welding 
shop bas enough storage space? 

] a, Pe>rsofcally inspect the site n 

; b. Talk with the former tenant 

I c. Talk to the landlord * 

J d, Take / a walking tour of the neighborhood 
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Which of these neighborhoods • is best for locating a welding 
business? 

a. A retail shopping area e 

* b. An area of 3mall industries 



c. ^downtown recreation area 

d. A suburban residential area 



A business description i? most important to. help a new 
welding business get: 
a. customers. ' 

A 

b. advertising. 

- c . a loan> ' f 
d. ^supplies. 



List two ways that a welding business owner can handle the 

task of keeping financial records. 

a. 



What is the best way to determine whether someone you may 
hire to help with welding has the necessary/skills? 

/ a. Ask to see the person's high school tr*hw^w?£t * 
^ b. Talk to the personj s parents' 

, . c. Wateh the person do some welding 

s d. Ask the person to describe hi*fe or her experience 

List two things that are recorded on a-lwork order for a 

welding business. ' ) % *' 

a. **■ 

4 -Cfc ' 0 

b. - - ' 

List Jwo factors' that affect the price of a welding 
service. jf 

a - — . c_ . , 

b. ' •• 1 , 
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A welding bqsiness wants to advert^fe its unique fence 
design at the lowest possible price. What advertising 
medium is best? 

a. Printed ad ' 

b. TV ad 



c, Radio ad^J 

d, - Direct mail 



List two qualities of a good printed ad for a welding 
busines s . 



b." 



List two ways that a welding business sells its produ&ts. 

a - > [ 

b. 

, » f . 

What is tbe raaiif difference .between a customer billing 
f^nn and a customer account 'form? ^ , 

^ daily cash sheet for a welding business shows the: 

a, amount of profit, 

f 

b, outstanding debts. 
. c. " monthly rent. 

d> cash receipts, 

V © 
Taking the difference between gross profits and expenses 
Jfor the year gives you the: N 

a, profit ratio, ' . 

^ . * 
\ . b. expected profit, 

• ' \=. * ■ - '* 
c, net profit, 



i 

d, expense ratio.. 
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18, Increasing sales, raising prices, and reducing expenses 
are all ways to increase a welding business':^ 

a, expense ratro, 

b. cash receipts^ 

c, net profit, . ^ 
d. cash payments. 



19, The best way to increase sales for. a welding business is 
to: . 

m 

a. do mor e repair jobs, 



b, cut advertising costs, 

c, i*aise prices, 

d, sell more high-cost services. 




y 
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PROJECT PRODUCTS 



Entreprer.eurship Trainin; Components 
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Vocational Discipline 
General 
, Agriculture 



Marketing and 
Distribution 



3usiness and 
Oil ice 



Occupational 
Hone Econo$ii*cs 



lec-inicai 



Traces and 
Inoust r*. 



Module, Number an'd Title 



Module 1 



Getting Down to 3usmess; What's It 

Module 2 - Farm Equipment' Reoair 
Module 3 - Tree Service 
Module 4 - Garden Center 

Fertilizer and Pesticide Service 
Dairy Fanning ' 



All About ^ 
/ 



Module 5 
Module 6 



Module 7 - Apoarel Store 

Mod*Me 8 - Specialty Food Store 

Module 9 - Travel Agency 

Module 10 - Bicycle Store 

Module 1U- Flc'wer and Plant Store 

Module 12 - Business ana Personal Service 

Module 1 3 - Innkeeplng 

s Module U - Nursing Service 
Module 15 - VTneeicnair Transportation Service g 
Module 16 - Health Spa 

'Module 17 - Answenng^Service 

Module 18 - Secretarial Service 

^Module 19 - 3ockkee?ing Service 

Module 20 - So rtvare -Design Company 

Module 21 - Word Pagrcessmg Service 

Module 22 - Restaurant Business 
Module 23 - Day Care Center 
Module 24 - Houseclean'ing Service • 
Module 25 - Sewing Seiv^fe" 
•^Module 26 - Home Attendant Service 

MoSuie 27 - Guard Service * 
Module 28 - Pest Control Service 
Module 29 Energy Saecia'li^L Service 

Module 30 - Hair' Styling Shop' 

Module 31 - Auto Reoair Shop 

Module 32 - Veldmg Business 

Module 33 - Construction Electrician A 3usmess 

Module 34 - Carpentry 3usmess 

"^^ie 35 - Plusomg 3usiness 

Module 36 - Air Conditioning and Heating Service 
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